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EDP Department
Computer System Costs: 
The Rest of the Story
By Dr. Brian Penney
No question about it: those prices in the computer ads 
look better all the time, don’t they?
Well, they’re only half the story.
Th total cost of any computer system, no matter how 
big or how small, is far more than its up-front purchase 
price. Before you decide that a particular computer is for 
you, you’ll have to explore the operational costs. Other­
wise, there’s a good chance you’ll be unpleasantly sur­
prised once your new system arrives at the office.
Post-purchase costs are influenced by the type of 
computer system an its intended use - business or per­





• Backup and power conditioners, and
• Communications
User training is the most critical post-purchase consid­
eration. A good training program is one of the wisest 
investments a business manager can make. Users who 
don’t understand how the computer hardware and 
software work are going to be frustrated, and you’ll have a 
disaster on your hands. Most employees will avoid 
using the system. Those who do use it will spend — 
far too much time trying to accomplish simple 
tasks.
There are many easy-to-use and helpful sources of 
computer training - formal programs, instructional 
books and even computer magazines.
Second, don’t forget that, as with other major pur­
chases, things can go wrong after the warranty period 
expires. Think of a maintenance contract for your com­
puter system as a type of business insurance. 
Without one, you’ll be paying for work as it is 
done on a time-and-materials basis. Which 
approach you prefer depends largely on how 
critical the computer system is to your business 
and how long you can comfortably get along 
without it.
Upgrades are a third post-purchase considera­
tion. As technology advances and the require­
ments of your business change, you’ll likely 
want to upgrade the system’s hardware or 
software. For example, if you started out with 
floppy disk drives, the addition of a hard disk drive may 
be desirable. Or, you may want to upgrade to a higher 
speed processor. Color monitors and graphics capability 
are becoming popular enhancements to business com­
puter systems.
Software changes, too. Vendors regularly issue new 
versions of software packages, and they often charge a fee 
for the new functions which the improved packages offer. 
Also, as you and other system users in your organization 
become more familiar with the system’s capabilities, 
different software packages will become relevant to 
carrying out day-to-day business tasks. Further, depend­
ing on the software package, your hardware may have to 
be upgraded to be able to use it!
Next, consider whether your business can afford to lose 
the information that is stored in your computer system, 
regardless of whether it uses a hard disk drive or a floppy 
disk drive. If you can afford to lose it, you’re one in a 
million. The overwhelm­
ing majority of busi­
nesses demand that 
computer-stored data 
be protected. This
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means, at a minimum, making an 
additional copy of the data on 
separate “backup” disks each time 
changes are made. Businesses that 
create large amounts of data may 
find that making backup disks is too 
time-consuming and opt instead for a 
backup system. Backup systems 
copy all the information stored in the 
computer onto tapes or cartridges, 
and they do it much faster than is 
possible using individual backup 
disks.
Whatever backup method you 
choose will help protect against 
corruption or loss of important 
information in the event of a variety 
of mishaps.
Some of those mishaps - for 
example, loss of power, or even 
accidentally unplugging the com­
puter - not only can result in the loss 
of data, but can damage the com­
puter system itself. A range of power 
supplies are available to “condition” 
the power which your computer 
receives. These power supplies 
provide important functions, from 
protecting the computer against 
damage from power spikes, to 
actually providing power for a 
predetermined period in order to 
save information at risk because of a 
power outage.
Last, consider whether you’ll want 
to use external databases like The 
Source or Dow Jones News. If so,
every user who wants access to the 
database will need a modem. In 
addition, you’ll be paying a service 
fee to the company that provides the 
database and may incur telephone 
line charges if you need to dial 
outside your local calling area.
A computer system can be a 
valuable business tool, if it’s used 
correctly and to its full potential. To 
do this, business managers must 
evaluate costs and benefits incurred 
after the purchase as carefully as 
they weigh the purchase price itself.
Buzzword: Bit
This term was coined by combin­
ing the words “binary” and “digit” to 
represent information in a form that 
a computer can understand. The 
term “bps” means “bits per second” 
and measures how fast information is 
transmitted to, from or between 
computers. Today’s computer 
experts left ordinary bps in the dust 
long ago. Today, they’re talking in 
terms of kilobits (thousands), 
megabits (millions), gigabits (bil­
lions) and even terabits per second 
(trillions, just like the federal 
budget).
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• Mandatory CPE
• CPE for CPA: Not in 
Public Practice
• Improving Professional 
Quality
• Recent Changes in the 
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